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within the country of capital and labour) is confirmed from other cases taken by Adam Smith.
If, for example, an industry has been dependent on protection, then he argues that the freedom of trade should only be restored by slow gradations. The implication, of course, is that the displaced labour and capital can only gradually find other employment. In the same way Adam Smith's support of retaliation depends on the idea that the recovery of a great market is worth the cost of the temporary inconvenience. It is assumed that the check given to the export trade by the foreign duties cannot be met at once by the opening up of new markets, or by the application of the productive power to other industries. Indeed, in this case, the implication as regards the employment of capital goes farther, and the recovery of the great market is supposed to be a permanent advantage. If another foreign market could always be obtained, why submit to the losses of retaliation ?
And when a foreign import displaces some home product, it is plain that in the normal case another market cannot at once be found for that particular product, and the capital and labour must be diverted into a new industry. But in general the transfer cannot be made immediately, nor can it be made without a loss of the capital already specialised.1
1 "If the free importation of foreign manufactures were permitted, several of the home manufactures would probably sutler, and some of trfsin perhaps go to ruin altogether, and a considerable part of the stock and industry employed in them would be forced to find out some other employment. [But the freest importation of the rude produce of the soil could have no such effect upon the agriculture of the country.]" Book iv. Chap. ii. The sentence in [ ] is noticed below.